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Meeting Overview 

On Friday, May 8", 2020, the Investment Committee of the Board of Trustees convened to review 
the financial performance of the endowment. The discussions in the meeting focused on the 
Quarter one (Q1) results of the 2020 calendar year in the context of the ongoing global pandemic, 
Covid-19. The Q1 period covers the time between January 1, 2020 and March 31, 2020. 
Representatives from Investure LLC reported that despite a -10.3% endowment investment return, 
it has outperformed major indices because the diversification in the portfolio helped with reducing 
downside risks. No major changes in asset allocation are expected to be made as long as the 
allocation continues to fall within the long-term target ranges. In addition, the Board discussed the 
macroeconomic trends that may pose long-term threats to the market. 


Q1 Earnings 

During Q1, the endowment return was -10.3% due to the market downturn related to the Covid- 
19 shock. This is the largest drawdown in peak-to-trough return since the 2008 financial crisis. 
Nevertheless, the endowment outperformed other benchmarks due to its diversification. In the 
same time period, MSCI All Country World Index decreased by 21.4%. 


Going forward, the market and endowment performance may remain. Despite a major market 
bounce back in April (not reflected in the Q1 results), crucial economic indicators such as GDP 
and unemployment rate are projected to be weak globally and domestically for the calendar year. 
The uncertainty in the duration and intensity of the Covid-19 shock causes current estimates to be 
highly variable as well. 


Table 1. Endowment returns and major indices performance (as of 3/31/2020) 


-10.3% 
-19.6% 
-21.4% 
Table 2. Endowment returns by period 
Fiscal Year to Date Calendar Year to Date | Month to Date 
-6.4% -10.3% -8.0% 


Current Balance and Asset Allocation 
Currently, the endowment assets are valued at $1,000 million, down by $113 million since the end 
of the last fiscal year ending on June 30, 2019. Key takeaways of the asset allocation changes 
include: 

e Decrease in the public equity class 

e Increases in private equity, fixed income and cash holdings 


About 2% of public equity was sold down because of the aforementioned market volatility. 
Increases had occurred in asset classes that are relatively more stable in performance. Increasing 
cash holdings offers the liquidity that the College may need for paying normal operating and 
Covid-19 related expenses. 


All the above changes are broadly in line with Middlebury’s custom benchmarks and the long- 
term asset allocation target ranges are not expected to change. Investure explains that a prudent 


and sustainable approach to endowment management needs to look beyond the current shock and 
consider multiple market cycles. 


Table 3. Middlebury Asset Allocations (as of 3/31/2020) 


31.0% 
17.9% 
10.7% 
18.3% 
1.3% 
10.4% 
8.1% 
2.3% 


Covid-19 Related Strategies and Prospect 

To counter the volatility in the market, Investure has adopted a mix of offensive and defensive 
strategies. On the defensive side, it sold some good performers in the portfolio and halted dividend 
reinvestment to receive cash instead. On the offence side, it has added distressed credit 
opportunities, increased investments in sectors less affected by Covid-19 and modeled for the 
portfolio’s liquidity under scenarios where the College spending increases dramatically. 


Several Board members raised questions about how Covid-19 can affect the endowment in the 
long run. Investure representatives answered that low yields will likely to persist because of several 
Covid-19 legacies, such as a more conservative consumer spending behavior and decreasing 
efficiency as corporations trim debt and save cash. Board members also cited stimulus-related 
inflation pressure, rising sovereign debt, and the falling importance of the dollar as potential threats 
to future market and endowment performance. 


